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In the Matter of :
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The_deppsition'of“RALPH T. McELVENNY was takep at
1:10 p.m., on Wednesday March 25, 1992, at‘the offices of
NRC Staff, Office of the Generai Counsel, 11555 Rockville
Pike, Rockville, Maryiand 20852, before Walter R. Smith II,
court reporter and notary public in and for fhe District of

Columbia, when were present:
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Officg of'thg General Counsel
11555 Rockville Pike

Rockville, Maryland 20852
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(PROCEEDING S)
(1:10 p.m.)
Whereupon, |
| -RALPH T. MCELVENNY
a witness was called for examination, and having been first
duly sworn, was examined and testified as follows:
EXAMINATION |

BY MR. WEISMAN:

Q. Would you please state your actual name?

A. Ralph t. McElvenny; Jr..

Q. Would you give us your business address?

A. 550 Po;t Oak Bouleva;d,'Houston, Texas, 7702.

Q. What is your ége? | | |

A. 50.

Q. Can you please give my a summary of your
education?

A. Including primary education?

Q.” You can start with post high school. . - _

A. I graduated from Stanford University in Palo Alto,
California, in 1963. From the Harvard Business School in-

1965, and from the Columbia University School of Law in
1968.

Q. What was your degree from Stanford in?

A. It would be a Bachelor of Arts.

Q. What did you study as an undergraduate?
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A, I studied liberal arts.

Q. I guess what I am asking is: What you did major
in?

A. Political science.

Q; You got your iaw degree in what year?

A, 1968.

Q. Do you have any kind of formal training in health
physics? |

A. No.

Q. Or geology?

A. No.

Q. Any formal training in sciences?

A. No. |

Q. If you could give me a summary of your job

experience after you graduated.

A. I began as a securities analyst in San Francisco,
California for a large mutual fund concern called the
Insgrance4Securities, Inc., or the_ISI cerperatipn( as it
was properly known. |

Thereafter I was next employed in a large loans
and investment company, the United Corporation, in New York
City. Thereafter, I began my entrepreneurial career as an
operator of subsidiary corporations of the United
Corporation, which owned through Univenture, a subsidiary.

About five or six different operating companies in the east



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

and western parts of the United States.

Q. I am not sure I am clear on the time.

A. Right. Immediately upoﬁ graduation I worked in
the open-end investment company and thereafter --

Q. So that was ’68?

A. Yes, from ’68 through the 70s, and then the closed
end. .The difference between aﬂ open and end corporation.

Q. No, you don’t need to explain that.

A. After -leaving the United Corporation -- at the

time when it merged with the Baldwin Company to form the ill

fated United Corporation -- I moved to my first employment
in a small company, which was a subsidiary of Univenture
corpbrafioh, and“i pufchased ﬁhere‘a smali business, and
began from there in the‘eArly 1980s to buy and build a
series of small businesses. |

Q. So you were --

A. So during the mid-1970s I purchased a company; a
control position, in a_companyAcalled Titan Wells, Inc.;
which is a small oil and‘gas and préduction company.
Thereafter, I purchased an interest in the former United
States Radium Corporation, which is now known as Safety
Light Corporation.

Then during the 1980s I purchased an interest in
several additional companies, which include the Booth

Financial Corporation in San Francisco, California, which is
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now known as Robert Half International, I think. B.F.
Enterprises, which was spuﬂ out from Robert Half in

approximately 1988, and a series of oil and gas interests

- and real estate interests.

These would include interest in Pinnacle
Petroleum, Inc, and other companies which had been combined
with Pinnacle since the mid-1980s.

They are really to numerous to mention here, put
approximately ten different companies or partnerships in the
oil and gas area, which have been put together by a series
of purchases or mergers, and which include several former
public companies, RIéo Petroleum, Limited, the Golden 0il
Company; épuf.Petfoieum, S;?-U-ﬁ, and fhé 6i1 and géé
assets of Cobb Resources, Inc.

All those companies were public companies and all
of the transactions involving those companies are detailed
in documents filed with the Securities and Exchange
Commission, I believe all of them have audited financial
statements by recognized independent certified public
accounting fifms.

| MR. CHARNOFF: I don’t want to interrupt you, but
you don’t have to pause to follow Mf; Weisman’s note taking,
because that will be painfully laboring.

THE WITNESS: I am sorry.

MR. CHARNOFF: I am simply suggesting you ought to
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talk, and if Mr. Weisman has to pause --
MR. WEISMAN: If there is something I need to get
down, I will ask you for it.
MR. CHARNOFF: I think you answered the question.
A. I also own a privately held compény called
Instrument Specialties Company based in a suburb of Dallas,
Texas. And various small real estate interests.
Q. What does Instruments do?
A. Instruments Company is a manufacturer of engine
monitoring instruments predomiﬁantly for turbine engines.

s

Q. It doesn’t have anything to do with USR

Industries?

A.. .No; NeitherVAO thoée other cohpaniés.

Q. None of the Hoyle companies, Pinnacle Petroleun,
or the othe: companies that you named. They don’t have

anything to do with USR Industries?

A. No.

Q. . .Does USR.Industries own any interest in Pinnacle
Petroleum?

A. No.

Q. .Did it at one time own an interest in Pinnacle
Petroleum?

A. Yes.

Q. What was that interest?

A. ~ USR Industries had purchased stock in Pinnacle
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Petroleun.

Q. When did USR Industries acquire thaﬁ interest?

A. USR Industries purchased stock in Pinnacle
Petroleum around 1982 and 1983.

Q. I believe we have some information on that
already. How was that interest disposed of? You had said
earlier that USR Industries no longer had an interest in
Pinnacle Petroleum. I want to know how --

A. USR Industries sold part of the interest that it
had, and also through warrant offerings to its own
stockhqlders, which were registered with the Securities and
Exchange Commission -- offered rights to purchase Pinnacle
stoék of, and.subécribed.to by U.S; R ghareholders, and ovef
the years, at times when USR Industries fell under financial
pressure and did not have great liquidation available to it,
the stock of Pinnacle fetroleum was used as non-cash
consideration to pay USR Industries directors for the
services, and in part to pay non-cash portions of salaries.

Q. So fhen it was used -- some part of the stock was

used for director’s fees?

A. Yes.

Q; And for officers’ salaries?

A. Yes, in lieu of cash payment.

Q. When was that stock given in lieu of cash payment?

About what time?
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A. It wasn’t given. It was paid in lieu, on a
regular basis, as discussed in our public filing reports,
regularly over a period of several years.

Q. About when did that pepiod begin?

A. In the mid-’80s. |

Q. When was the last of the stock distributed or paid
out?

"A. It was fully paid out or distributed by around
1989, I believe.

Q. During those years, if you can just give me an
approximate figure, if the director’s fees had beén paid in
cash, what would they‘have‘been?

A. - Eééh difectbr'of USR Industries“feééivéé
approximately $10,000 per year for the services. So having
between three and five directors times'whatever number of
years would give you the calculation.

Q. What are the directors’ responsibilities?

A. They are the_responsibilities of any public
corporation, and that is to generally assist in the
management of the cbrporation on a bar-level.

-Q. 'So they have to attend a humber of directors’
meetings every year?

A. Directérs attend directors’ meetings, and also are
available for consultation.

Q. On the average, how many directors’ meetings per
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year did USR Industries have?

A. That va:ies.
Q. Can you give me an estimate of the average?
A. Perhaps as little as two formal meetings per year,

or as many as several more than that perhaps. Six or so.
Q. How long would each meeting. last, approximately?

A. Perhaps a day.

Q. Oon the average, were you one of the directors?

A. Yes.

Q.. If I am not mistaken, were you the chairman of USR
Industries? |

A. Yes.

'Q. Aburiné this timé?

A. Yes.

Q. How much of your time was devoted to USR

Industries, if you know?

A. A substantial portion of my time has been devoted

to USR Industries.

Q. A majority then?

A. In some years.

Q. In what capacity was your time devoted to USR
Industries?

A. As an officer and director.

Q. What was your position as an officer?

A. Chairman of the Board and Chief‘Executive Officer.
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Q. You are still Chief Executive Officer?
A. Yes, I an.
Q. If you were to proportion the amount of time that

you spent with your duties as Chairman of the Board, and
your duties as Chief Executive Officer, how would you
apportion the time spent.

MR. CHARNOFF: We are getting into the questions --
and I really should have said this at the outset. We
contend the NRC has no jurisdiction over this. He is,ndt
appearing here in that regard. He is prepared to talk about

USR and would be responsive to your questions, but I want

you to understand and the record should understand. This is

a cooberative appeafén¢e by-Mr. ﬁcElvenﬁy and is in no way.a
waiver of statement of jurisdiction over him, or USR
Industries.

| MR. WEISMAN: We recognize your argﬁments, and you
will get to make those to the board and the commission.

MR. CHARNOFF: Thank you.
A. To answer the question, it is very hard to

apportion realistically what percentage of time was spent in

what capacity.

Q. Are the other directors also officers of USR
Industries?
A. No, they are outside directors.

Q. Do you have any idea how much time those directors
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.spend on USR Industries’ business?

MR. CHARNOFF: Today or any year?
MR. WEISMAN: 1In the time period we have been

talking about.

MR. CHARNOFF: Some years 2 meetings, some years 6

-meetings, so do you want an average?

MR. WEISMAN: I am asking him to estimate an

average.
MR. CHARNOFF: Taking all those considerations into
consideration? N '
MR. WEISMAN: Yes.
A. I am sure it takes as much time as a Director in

moét'smélllbuéiﬁesses;

Q. Is that two working weeks, or four working weeksé

A. I think it is very hard, Mr.-Weisman. I can’t
give you any answer as to hours or weeks or minutes.

Q. Okay. I need to go back and ask you some
questlons about your experlence with the Unlted Corporatlon.

You started doing that approximately when?

A. It is so long ago now, it is hard to recall.
Q. Was that in the ’70s?

A. Yes.

Q. I thought you said the early ’70s?

A. Yes, the early ’70s.

Q. When did the United.Corporation merge with‘
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Baldwin, if you recall?
A. It would have been around 1973.

Q. At that time I thought that you said you left to

work on your own small company?

A. Yes.
Q. And that was a subsidiary of Univenture?
A. Univenture was a subsidiary of the United

Corporation. I was appointed as-a vice-president and
director of Univenture. So my time was s?ent substantially
working with the Univenture companies.
At the same time I was the assistant secretary, I

believe, of the parent company, United Corporation, so I did
sﬁeﬁd some timé with'United) buﬁ.with-ﬁhe'Qﬁélly—owhed
subsidiary Univenture, and the operating companies.

Q. I guess I misunderstood.

A. I then went off to get an interest in my first

small company from United Corporation.

Q. I see. And that was purchased in approximateiy
1732 |

A. Yes.

Q. What company is that?

A. Titan Wells, Inc.

Q. Do you still have an interest in Titan Wells?

A. Yes, I do.

Q. when was it you purchased your interest in U.S.
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Radium?
A. Let me see. Around 1977 to 1978.

Q. Sometime in that time frame. Does Titan Wells

have any interest in U.S. Radium?

A. There is no U.S. Radium.

Q. At that time did Titan Wells have any interest
when you purchased it in U.S. Radium?

A. what do you mean? I don’t understand the

question.

Q. When you purchased your interest in U.S. Radium in
1977 or ’'78, did Titan Wells also_purchase an interest?‘

A. The stock in U.S. Radium was purchased
subsﬁantialiy by Titén Wells, Ihé; | |

Q. Did Titan Wells make those purchases from anyone
individual, or were they on the open market?

A. They were open market purchases predominantly,
with some negotiated purchases.

. Q. ‘When you say predominantly, was ;nat.js percent on.

the open market, if yoh can recall?

A. I can’t reéall a specific number.

Q. Would any of tﬁose transactions be in public
records like at the SEC?

A. The transactions are in public records. The whole
history of the United States Radium Corporation is in public'

records.
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Q. So that should be in the SEC files?

A. Correct.

Q. At that time, when you made the initial purchase,
I guess when Titan Wells made the initial purchase, what
percentage of the U.S. Radium stock did you buy?

A. I think the percentage gradually increased over a
period of time, to a total of something on the order of 25
percent of the stock of U.S. Radium.

Q. So initially it was something less than that, and
gradually increased. U.S. Radium was a very small company,
so that purchase did not involve a great deal of money by

the standards of small corporate transactions.

Q; Give me an approxiﬁaﬁion of how much it was?

A. It would be several hundred thousand dollars.
Q. That was for the entire 25 percent share?

A. Yes. I believe the market value of U.S. Radium

during the ’70s for the entire company at times was about
$1.2 million for the entire company.

Q. Did you have any partners or associates who also
purchased an interest in U.S. Radium at that time?

A. Titan Wells, Inc. was the purchaser of the stock
in which I was interested. As often happens, when a buyer
takes a position in a company, other stockholders come to
the buyer, when the news is announced publicly they speak

with the buyer; usually about selling the buyer their stock,



10

11

12

13

14
15
16

17
18
19
20
21
22
23
24

25

17
or have the buyer answer questions of other types.
In this connection other stockholders did come

forward over a period of years and talk with me. They

‘weren’t really partners. There was an investment banking

firm in New York which had had,‘I discovered, a prior
interest in the stock of the United States Radium
Corporation, and I 5elieve they may have bought more of the
stock at the same time than 1 had bought.

Q. What firm was that?

A. The name of the firm was Aronson Wolcott and
Company, Inc.

Q. But they were not partners of yours before you
purchasea your interest?

A. No.

Q. Were there any other stockholders who owned a
substahtial poftion of the stock? I will say more than,
say, 5 or 10 percent?

A. With a company‘whOSe total_value_is 1,2_million,
or so, it would be unusual not to find other persons that
owned 5 percent, since that would only be $60,000 in market
valﬁe.

I think other persons bought stock in United
States Radium Corporation for sure during the course of the
two-year period it was listed on the American stock

exchanged.
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All of the ownership records are disclosed in the
proxy statement, and, I beligve,.at thaﬁ time a lawyer with
whom I have worked, but who is not a partner, Brian Burns,
had purchased some stock, and it may have been more than 5

percent at one time.

Q. Was Mr. Burns an officerlof the company?

A. 'No.

Q. Was he a Director?

A. Yes. He was later appointed a Director, but not

during that time frame.

Q. When was he appointed a Director?

A. I thlnk 1978 in the mlddle of the year, I

believe. Agaln, that 1nformatlon is set forth in full and

absolﬁtely accurately in the statements of United States
Radium Corporation for those periods.

Q. You had also mentioned Booth Financial. It is now
called Robert Half. Did Booth Financial have any
relationship to U.S. Radium in '77 or r78.

A. No.

Q. Has it had any relationship since that time, any
ownership interest? | |

A. By Booth Financial and U.S. Radium, or U.S. star
industries?

Q. Yes.

A. No. -
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Q. Vice versa?

A. Yes.

Q. So U.S. Radium or USR Industries has had #n
ownership interest in Booth Financial?

A. Yes. Booth Financial Corporation was one of the
outstanding success stores of the 1980s of the United
States, and fortunately for USR Industries, it was able ﬁo
own some stock in Booth Financial Corporation.

Q. What did Booth Financial -- what was its business?

A. Booth_Financial Corporation’s business was
diversified real estate and finance.

Q. Does USR Industries still own that interest?

A. No.

Q. How was that interest disposed of?

A. It was sold.

Q. Sold on the market?

A. Yes.

Q. The Pinnacle Petroleum stock that was distriputed

through warrant officers to --
A. Sold through warrant officers.

Q. Sold through warrant officers to USR Industries

stockholders, was there any particular reason why it was

done that way?
MR. CHARNOFF: I thought he answered that when he

said it was sold to raise cash when USR Industries was not
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liquid.
MR. WEISMAN: I had forgotten that.
MR. CHARNOF?: That’s what he had answered.
BY MR. WEISMAN:
Q. When was stock distributed in lieu of cash to the

Directors owed?

A. Again, it wasn’t distributed, it was paid.

Q. As fees?

A. True.

Q. or for officers’ salaries?

A. Yes.

Q. Was_the:e anylreason,why the stoqk wasn’t Jjust

simply sold'On the market, and then the cash distributed?

A. It’s gquite a bit more complicated to sell over a
short period of time. Pieces of a stock position in a small
public company, such as Pinnacle Petroleum was done like
that.

It is more orderly and better corporate
housekeeping, generally, to use the stock itself as
non-consideration, than it would be to go through a series
of small sales at various times at short notice. -And I will
liquid over the counter market, such as that for Pinnacle
Petroleum.

Q. If I understand your answer, what you are telling

me is Pinnacle Petroleum was thinly traded over the counter



10
11
12
13
14
15
16
17
18
19
20
>21
22
23
24

25

21
and to sell a large amount of stock would artificially
depress the price, such that the sale wouldn’t realize the
true value of the stock, is that in it in a nutshell?

A. I don’t think that is quite right. Pinnacle
Petroleum had, I believe, three or 4 thousand stockholders,
and at times enjoyed a quite active market. However, that
market varies as to its liquid with the ups and downs of
markets generally, and with conditions in the oil and gas
industry. -

Since the Pinnacle stock was used as oonsideration

of a non-cash nature, in order to conserve cash in USR on a

fa1r1y regular ba51s, it would have been necessary to be

selling very regularly Sometlmes advantageous prlces, and
sometimes prices not so advantageous. It was simply felt to
be more orderly to have USR Industries pay shares than
attempt to constantly sell.

Q. I haven’t got the business background that you do,
and I am.trying to understand the reason for the
transaction. Let me see if I can repeat it to you to make
sure I understand it.

Is the idea that tne mafket may not be as orderly
with, if U.S. Radium were selling, constantly going into the
market to sell shares?

A. I don’t think, Mr. Weisman, U.S. Radium owned any

stock of Pinnacle. Pinnacle was purchased at a time when
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U.S. Radium had by come by its new name, "safety Light
Corporation." USR Industries was the purchaser and owner of
the Pinnacle .common stock.

Q. Excuse me then.

A. The companies are very important; I‘think that is
a very important distinction.

Q. 'We are talking about the period then in the 1980s,
USR Industries ownership of Pinnacle stock. If I said --

A. Early to mid—(BOS;

Q. If USR Industries, then, was going into the market
selling Pinnacle stock, tﬁe market it seems would not be as
orderly, that would not be an orderly transaction in the
same way as distributing the stock to the stockholders?’

A. No, I don’t think that is quite it. Remember that
some of the amounts paid to directors were relatively small.
They would be payable monthly or quarterl&. Say you would

have a fraction of the $10,000 annual amount, as little as a

.quarter or even a twelfth of that amount. That small amount

would not be efficient to raise by selling little drlbbles
and dabs out into the market.

It.is much more orderly, as a matter of corporate
house keeping, just to take shares and give the share
certificates, and new cash payment to the director or
officer. involved.

I might also add that there may have been
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questions about the ability of USR Industries to sell shares
of Pinnacle in the open market on a relatively steady or
small series of transactions basis. You have a-number of
very technical rules, which are designed to report all such
rules, and they may have a restrictive affect on other
transactions that the company, that is USR Industries, Inc.,

might want to have.

Q. I guess I am not quite following you. I just want
to try to understand. '

A. You are belaboring a similar point.

Q. I am sorry I can’t understand it. If you can

explain to me where is the efficiency, what is the benefit

of doing it that way?

A. It is avoidance of an inefficiency.
Q. what is the inefficiency that you are avoiding?
A. Again the inefficiency that is avoided is to have

a series'of dribbles and dabs of stock being offered on an
over the counter market by one seller at a time,. when

instead of making those sales in varying amounts and at

varying times, but regularly throughout the year, USR

Industries could simply transfer a certificate representing
a number of shares to the director or officer in lieu of
cash payment.

Q. Are you saying'selling the stock on the market

would involve a higher transaction cost?
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A. It would involve a higher transaction cost,
especially for small amounts of money, yes, bﬁt that wasn’t
the only reason.

Q. How was the value of the stock determined when it
was distributed to the officers and directors, when it was
paid out? |

A. I think it was at market value.

Q. I should have asked that question first.

A. True.

Q. When you and Titan Wells first acquired an
interest in U.S. Radium, did you then take a position with
U.S. Radium? |

A. I doh’t understand the questioh}

Q. When Titan Wells first acquired its interest in
U.S. Radium in ’77 or '78 --

MR. CHARNOFF: They bought stock over a period of
time in ’77 and ‘78. Are you asking did he become an
officer?

MR. WEISMAN: I will fephrase the question.

BY MR. WEISMAN:

Q. When did you first become an officer or director
of U.S. Radium?

A. I think during the fall of 1978.

Q. Fall of 1978. What position did you first take?

A, I was named a director.
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Q.
Radium?
A.

board.

25

When were you first named as an officer of U.S.

Later that year I became -vice-chairman of the

I can’t remember whethef that is an officership__

position or a board position.

Qo
role in
A.

Q.

What were your responsibilities? What was your
that position?
Basically that of a director.

pid you ever have any role in the day-to-day

operations of the corporation?

A.

Q.

A.
Board,

Q.

A.

Q.
CEO; is
A.
Q.

A.

Of U.S. Radium corporation?

Yes.

'Yes, I did, Mr. Weisman, I was Chairmén of the

a chief Executive Officer.

When did that start?

I was elected during the very end of 1978.

That was when you were Chairman of the Board and
that correct?

Yes.

Thank you. Who reported to you?

In a small corporation like that, the reporting is

typically pretty informal. U.S. Radium at that time fell in

that category.

Q.

A.

How was U.S. Radium organized at that time?

At that time there was an administrative office in
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Morristown, New Jersey, and then there were several
constituent plants in separate locations. Each one of which

essentially had its own separate product line, and its own

separate divisional business.

Q. So there were several different divisions then?

A. Yes, I think there were three separate ones.

Q. Did each division have a separate manager, if you
will? |

A. Yes.

Q. And that individual would report to you?

A. They reported informally to me, yes.

Q. And then, as I understand it, you had corporaté
étaff-in Morristown?’ R

A. It is Morristown with an "M." There was a small

" accounting and secretarial staff in Morristown.

Q. The accounting staff, did they report to you?
A. As Chief Executive Officer, theoretically, if a
question or a matter came up, it would be eventually

reported to me.

Q. . So you were the financial management in
Morristown?
A. Yes.

Q. And the day-to-day operations of each division was
wherever that divisions plant was located?

A. Correct.
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Q. Can you tell me what you knew about the operation

at Bloomsburg in late 1978 when you were elected chairman,

and became CEO?

"A. . In Bloomsburg there were two divisions. The
metals fabrication division and the so-called nuclear
division.

The metals fabrication division manufactured
decorative dials and anodized products for metal working.

The nuclear division was at that time essentially
a manufacturer of aircraft safety lighting products. That
is the exit signs that are commonly seen on airliners.

Q. Yesterday, Mr. Miller told me the two main
products.were alrcraft cabin markers, and exit signs for
construction for commercial buildings. Those are the two
product lines that they were making in‘1978.

A. Yes. I think they had some exit signs which were

"used in commercial buildings. I believe most of them were

used for aircraft, but Mr. Miller succeeded in growing the
business tremendously and changing around the product
business; So he would know better than I.

Q. At that tlme, when you became -- when you were
elected chairman and CEO, what did you know about the
condition of the site at Bloomsburg?

A. Can yéu be a little more specific with that

question?
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Q. pid you know about the contamination from previous
operations?
A. What I had learned was essentially what anyone can

see by going on the site. Namely, that there were large
restricted areas marked by fences in the back of the site,
which had signs on them that said, "Radioactive materials
stored here, @o_not trespass," et cetera. Something to that
effect.:

I knew that U.S. Radium had at one time handled
products which had radium in them, but that had not been --

the company had not handled any radium products for many

years. I pelieve over a decade had elapsed to 1978/'79

without having héndléd radium.

"It was clear to me that there were areas of a
wooden building in Blooﬁsburg which had residual
contamination in them from the normal work that the U.S.
Radium company had done with products containing radium in
by-gone years. These seemed to be very well handled by
programs which had defined and restrictéd access to the
areas.

Q. Did you know about the licenses back in ‘78 when
you became CEO?
MR. CHARNOFF: NRC licenses, Or AEC.
Q. NRC licenses?

A. 1 knew that the nuclear division was a licensed
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regulated business that was clearly stated in the U.S;
Radium annual reports and filings and had been for a number
of years.

Q. Of did you have, from the time you bepame CEO
until, we will say, until the time of the feorganization in
1980. And I will refer to the transaction that occurred in
August of 1980 as the 1980 transaction or reorganization.
From the time you became CEO until that August 1980
reorganization, did you have any contact with the NRC?

A. Yes, we had, or I had one contact with the NRC.
Q. What was the nature of that contact?

A. I visited NRC headquarters in Washington. I can’t

remember being at this building. I think it was at a

different building, and I accompanied one of the managers
from thé:nuclear division at that time to see the NRC, with
respect to the number one problem of the division at that
time, which was tritium emissions.

Q. So that meeting with the NRC_was_regarding the
ongoing operations? '

A. Yes. It was regarding the methods to be used to
reduce tritium emissions, as was reasonably achievable at
that time.

I remember that was filed in the American Atomics
incident out in Arizona, where a lot of concern was paid to

the levels of tritium releases. And I think the potential
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problems of tritium releases came to the for --

Q. . I am sorry, I think I missed a little something in
your answer, when you referred to American Atomics?

"A. At that time there was great concern in the media
and at the NRC with respect to tritium emissions.

Q. That was because of -- at least you.perceived that
was in part because 6f what happened at American-Atomics?

A. Yes, I think that has something to do with it.

Q. What was your role in the meeting with the NRC?
A. Observer.
Q. You mentioned that you came with a manager from

"the nuclear division; who was that?

A, It was a guj named Terry Brown.

Q. Do you remember who you met with at the NRC?
A. No.
Q. Was Mr. Brown in charge of the licensed operations

run by the nuclear division?

A. He was the manager éf day-to-day operatipns at the
time that I'came into the position of being Chief Executive
Officer in the United States Radium Corporation.

Q; He reported to you?

A. Theoretically he did.

Q. Theoretically. Did he in fact report to you?

A. That’s unclear. We had a lot of problems with

him. I believe he created great problems in his division,
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just at the time when I had been appointed as
Executive Officer. I did not hire Mr. Brown.
already there.

Q. So did he keep you informed of what
in the nuclear division?

A. I am not sure whether Brown told me
that he knew. As a matter of fact, I am sure
tell me everything that was going on. He did

informed, no.

31
Chief

He was

was going on

everything,

he did not

not keep me

Q. Wwhat were his duties as a mahageerf the nuclear
division?

A. Manager of the nuclear division at that time was

concerned with reducing tritium emissions, and maintaining

an internal health physics program for the employees, and

making sure the machinery did the construction of the exit

signs as efficiently as possible. That sounds like a

generalization.

I think you have to interpret it in very specific

terms in this case, because there was a problem in reducing

tritium emissions at plant, Number 1. There was intensive

regulatory focus on the tritium emissions of the nuclear

division,.and any other company that made exit signs or used

tritium, and there was tremendous regulatory concern about

the efficiency of machinery and whether the machinery might

itself cause tritium emissions. There was also concern
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about how employees were being protected at that time. This
all happehed at that time.

I believe Three Mile Island was right around the
same period. I forgot whether that took place, but it is
near us, or it was near the plant at Bloomsburg, and the
combination of Three Mile Island and the American Atomics
incident, élong with the admittedly somewhat inefficient
operations of the nuclear division caused quite an intense
review.

Q. Did Mr. Brown have, I gather -- if I were to
summarize what his duties were, he essentially had three

goals; that was to reduce the emissions, take care of health

physics for the employees and the operation, and actual

operation of the plant to produce a product.

A. He was responsible for whatever came up. If
something else came up he would be responsible. The plant
was located in Bloomsburg Pennsylvania, in the mountains of
northeastern Pennsylvania, and he would be the peréon'in
charge. That was a problem, because he was not in my
judgment, a very effective manager at all.

Q. What were his shortcomings, in your view?

A. At ﬁhe time I didn’t realize it, but I found out
later he actually shut down production and never informed
the management of the company. I had to find that.out by

other employees calling me up and telling me.
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Q. When did that happen?

A. I can’t recall exactly, but it was very soon after

I became elected as an officer.

Q. = Something like 1979 then?

A. Yes, I believe so.
Q. Do you remember who it was that informed you?
A. No.

Q. Just people out from the plant?

A. Yes.

Q. Did Mr. Brown have authority to make capital
improvements to the plant, that is, buy equipment to reduce
em1551ons, or things of that nature?

A.- It would spend on how much the cap1ta1 equlpment
costf That was a long time ago. You are talking 14 years
ago,'thirteen or 14 years ago.

And I can’t remember whether it was a formal
policy as to how much he could spend or not. But he
certainly had discretionary authority to spend qer@gin
amounts.

Q. So there may not be a formal number. Like if you
spend more than X dollars, you have to get approval from
someone in Morristown. But he did have discretion to spend
some money?

A. Yes. He was managing and he had discretion to

spend some money.
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Q. Was that kind of a relationship similar to the
relationship with the managers of the other divisions; that
is they took care of the operations and had some
discretionary authority to spend, but for larger purchases
they would have to come to headquarters?

A. Mr. Brown had his own unique relationship with the
management in Morristown. It was not a particularly |
satisfactory relationship. It is somewhat hard to
characterize with the passage of so many years, what Mr.
Brown did or didn’t do or what he was authorized to do.

Generally I would.characterize his attitude as

being, he was empowered to make a very broad width of

‘decisions, certainly shutting down manufacturing operations

and not telling the headquarters, would not be within the
powers of a general manager, as generally conceived in your
standard business textbook, but that is what Mr. Brown did.

Q. Did any of the other managers of the division have

. similar attitudes..

MR. CHARNOFF: That division, did you say any other
managers of that division?
MR. WEISMAN: I meant of the other divisions.
MR. CHARNOFF: I see.
A. No. I think U.S. Radium was facing some extremely
difficult economic times, and it had lost a great deal of

money during the past five or six or seven years, way before
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he had anything to do with the company.

So when you look at the results of the company in
1978 through 1981 or ‘82, because the results do not look
great, one might have a tendency to blame the managers and
say they are not capable.

I believe that many of the factors that caused the
extreme duress of United States Radium Corporation and later
of other companies, that will be a subject of discussion in
these proceedings, were well out of control of the managers.

I do, with hindsight, blame Terry Brown very much
for certain éroblems in operating the nuclear division. But
I do not feel that way about most of the other managers. I
did not h1re them, as I d1d not hlre Terry Brown.‘ I thlnk
by and large they were a capabIe crew surrounded by extreme
circumstances beyond their control. |

Q. Did you have a closer relationship to the managers
of the other divisions? I guess what I mean by that, did
they report to you more consistently, did you know what they
were'doing?

A. I think their reports were more truthful. Terry
Brown didn’t give accurate reports as to what he was doing.

Q. Wwhen you say he didn’t give accurate reéorts, do
you mean he left things out. Like you said, he didn’t tell
you he shut down the plant. Is that the general thrust of

it?
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A. That’s one thrust. And I think he was unaware of
some of the very negative impacts that he was having on
personnel relations. He was such a rigid guy he would
describe his relafionships with his colleagues as excellent,
or he would say they really respect me, Qhén in fact, they
were calling me up and saying this guy must be gotten out of
here because he is ruining morale, and he is exacerbating
problems and he just doesn’t fit into the division at all.

Q. So he just didn’t, I guess the idea is, he didn’t
understand how to relate to the folks there at the plant; is
that right?

A. I wouldn’t necessarlly characterlze it in those
Qords, but of all the managers in the Unlted States Radlum
Corporation, I would say he was the one who would have to be
singled out‘as being well below par.

Q. Did Mr. Brown ever, to your knowledge, ever
intentionally mislead you, tell you something that wasn’t
true?

A. I don’t know what was going on in his head. That
is a question for a psychiatrist. |

Q. Do you know if the information that he was giving
you was. not true, whether or not he intended to?

A. I have know way of knowing. I don’t know what was
going on in his head.

Q. what I meant to say --
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A. When a guy doesn’t tell you whether he shuts down
a plant, and you are the chief executive officer of the
company, is that because he is concealing something? Is it
because he is forgetful? 1Is it because he is a
procrastinator? I don’t know.

Q. I want to try to divorce the intention from what
he did or didn’t tell you. Did he ever tell you anything
that turned out to be just not true, to your knowledge?

A. It is so long ago, I can’t really bring up a lot
of specific instances, but because he didn’t tell me that
the.blant was closed, or that the gas fill machines were not
up'and running, I came, and especiélly this is with
hinaéight, I came nofnto trus£ what he was“teiii£§ ﬁé at
all. So if he wouid say, "I have such and such a plan to
reduce oxides in stacks caused by tritium emissions," when I
first came in I would give him the benefit of the doubt, and
after a few months it was apparent that he was not a very
good manager. And .we did not give him much credence.

Q. In other words, if he came in with a
recommendation you might want to look for somebody else to,
say -- somebody else you could trust and say how do you
evaluate this. |

MR. CHARNOFF: Do you have about twenty minutes
worth. If you wanted to spend the day on it -- but it seems

like we have kind of beaten this, kicked it.
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MR. WEISMAN: We are getting there, Jerry.

A. We went on to try to get new management who we did

hire.

Q. I think that’s the next question. ‘When did. Jack
Miller come to work for U.S. Radium?

A. i first met Jack Miller quite by chance, and you
would have to refresh me on this, but when the American
Atomics problems arose and got so much publicity I thought
that there might be an opportunity to get some management,
and some sales, and maybe some products from American
Atomics. So I got on a plane and traveled out to Arizona
and went to American Atomics plant in Tucson.

" I just called them up cold and said I would like
to come over and visit. It was really quite interesting.
The plant had been stopped and there was a lawsuit for a
billion dollars by a plaintiff’s lawyer for contaminating,

allegedly, the chocolate cake of the Arizona school

- children.

This wés caused by excess tritium readings which
went up the American Atomics stack, and followed down a
water vapor chain from the chocolate cake factory
approximately near the area of the American Atomics plant.

Despite that problem, and the ridicuious reaction
by lawyers concerning it, which all ended up in the end, but

there were some people that had very responsible jobs. I
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met Jack Miller at that time. He was busy decontaminating

the factory of American Atomics.

MR. CHARNOFF: I think the question was: When did

‘you meet him, or when did you hire him?

A. If you tell me when the American Atomics problem
was. At that time I met him, and within a relatively short
period thereafter we asked him to come to consult. I
believe he started out as a consultant to the nuclear
division. That would have been fairly soon after the
American Atomics incident which you tell me -- was it in
April or May of 19797

MR. WEISMAN: Let’s go off the record.
tDiééussidn off the recordj.- “
BY MR. WEISMAN:

Q. What I am handing you is a letter dated June 11,

1979. - It is addressed to Ralph McElveﬁny, Jr, and it is

signed by Eric M. O0’dowd,and it attaches some newspaper

_articles regarding American Atomics, which we were just

talking about. ‘If you would just take a few minutes to flip
through there, it will refresh your memory and you will know
the dates and circumstances a littlé better.

MR. CHARNOFF: Let me suggest something. If is
silly to read ten pages of newspaper accounts. Why don’t
you ask ydur,question?

A. I don’t know what the dates say here. Dates



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

40

received, June, right in there, 1979.

Q. So you became aware of these articles and Mr.
0’dowd sent them to you, and according to the date on his
letter,,which is June is 11, and as a result of that, as I
understand what you have told me, you got oﬁ a plane and

went out to Tucson and you met Mr. Miller, and you saw what

'was’going on at the American Atomics plant?

A. Yes..

Q. Your intention when you went out there was ybu
were looking for some management capability?

A. Well, I had a number of purposes, and Number 1} I
thought perhaps_we might be able to find someone who would
be able to consult with U.S. Radium concerning the regions -
Mr. Brown had been in charge of, and perhaps to do a bit
better job of it.

Secondly, America American Atomics was a
competitor and had a competitive exit sign, so it seemed we
might be able to pick up‘some customers that they had
served; . | | o

Thirdly, I thought that we might be able to find
some new marketiﬁg people to tfy'tb get new and additional
marketing channels established for the product. Fourthly, I
was concerned in general about the tritium matter. I
realized if a competitor was releasing excessive amounts of

tritium and causing a controversy that was so great that
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they were interviewed at their plant by 60 Minutes, and were
in féct owned by a very ambitious politician at that time,
Bruce Babbit, who ran for president, that there could be
very ominous indications for our plant, if we weren’t, let’s
say a better operator than American Atomics was.

Q{ And that was what led to American Atomics, that
was one of the things that led to your coming to meet with
the NRC in washington; is that right?

A. That was later during the year. I think later, it
would have been later, I deduced from this, during the year.
The division had measured and was trying to cut down on
tritium emissions. We went to Washington with what was
described by Terry Brown‘as a ﬁew technéloéy;-which he had
invented to reduce tritium emissions.

Q. That.was after this?

A. I believe it was.

Q. Okay. When you went out to American Atomics, were
they going out of business at that time, if you recall?

A. They were under very intense-pressure. You can
see in these articles there is a group demanding that
American Atomics Be closed. The date of that is mid-summer.
I am not sure whether it was really closed right away or
whether the closing came a bit later, but it was a company
under extreme duress.

Q. Did you consider perhaps buying some of their
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machinery?

A. I wanted to establish whether their machinery was
worth buying, and whether it was more modern than the
machinery that was in.Bloomsburg.

I also wanted to find out who made their
machinery, and whether they had more advanced manufacturing
capability than did the nuclear division of the United
States Radium, so we could learn from their mistakes.

Q. Who did make their machinery, if you recall?

A. I don’t recall. But I believe that Jack Miller
had a hand in it.

Q. What were Mr. Miller’s responsibilities then when
you met him?

A. At American Atomics?

MR. CHARNOFF: If you know.

A. I don’t know. I don’t know-specifically.

Q. Earlier you had mentioned that he was busy
decontaminating.

A. ObQioﬁély.his m?ih respénsiﬁilitf.was not
decontaminating. He had volunteered, i think, to stay
during the period when the company was out of production.

They didn’t know whether production shut down would be

temporary or permanent. But he was washing down the walls

and so forth to get the tritium levels down.

Q. SO0 he helped to do that. And did he also help
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dispose of any equipment, if they were doing anything'like
that?

A. I just don’t know.
Q. How did you learn about Mr. Miller’s experience in

the tritium business, was it through this trip?

A. Yes.
Q. How did you come to hire him?
A. He started out as a consultant, and it developed

that he,'or members of his family, had grown up near
Bloomsburg, so it would appear to be the improbable move
from Tucson to Bloomsburg was a bit of a natural for him.
And I was dellghted to find someone with apparent

experlence who looked 11ke he probably would fit the bill to
help operations of the nuclear division, and that would move
to northeastern Pennsylvania. o

Q. As I understand it then, you approached him to be
a consultant?

A. Yes. I think he started off as a consultant..

Q. When was that?

A. I can’t remember exactly, but it would be soon
thereafter. So roughly mid-to late 1979.

Q. Wwhat did he do for you as a consultant°

A. He had a very broad charge to go to Bloomsburg, be
in the plant, and basically evaluate plant operations. And

I believe he also was assisting with regulatory matters at
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that time.

Q. What form did his evaluations of the operations

take?
MR. CHARNOFF: You mean what .did he report? Or was

it in writing or oral? |

Q. Was it an informal arrangement, of did he just
call you up?

A. _ Informal. -

Q. Did he send you written reports on what he thought
was going on?

A. No, he didn’t.

Q. Was he one of the people who informed you that the
plént héd béen shut:dbwn? - - |

A. No, I think the plant shut down was earlier. It
was before he got there, I believe. But there may have been
other shutdowns. At any time the plant was measuring
tritium releases, and if there was an elevated level of
releases, then the operation would be shut down immediately.

Q; Okay. Mr. Miller now reported directly to you,

when he was a consultant?

A. Yes.
Q. Okay.
A. Basically he had broad latitude to .assess

operations and figure out what he would do to improve then.

Q. As I understood your answers to the previous
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question, there may have been more than one plant shut down
that you didn’t know about, and Mr. Miller may have informed

you about one of those?

A. Anything that happened after he arrived as a

~consultant, I believe, he quite capably and speedily would

relate to me by telephone.

Q. When was Mr. Miller, I will call it, promoted?
When did his position change?

A. I am sorry, but I would only be guessing. I can’t
remember how long he was a consultant.

MR. CHARNOFF: If you don’t remember, you don’t
have to guess.

'Q. Thét's finé. Do you-rémembér wheh“Terry Bfowﬁ”‘
left, approximately?

A. No, not exactly, Sut it would be soon after Mr.
Miller came aboard as a consultant, I believe.

Q. Was the progression, then, Mr. Miller came on as a
consultant and was there for some period of time. Mr.
Brown, his employment was terminated and then approximately
that time, or shorfly fhereafter, was Mr. Miller then
promoﬁed? | |

A. Yes, I beliéve so.

Q. What was his position, then, when Mr. Miller was
promoted?

A. He became the general manager of the nuclear
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division of the United States Radium Corporation.

Q. What were his responsibiiities? They were the
same in that position as Mr. Brown’s were?

A. The responsibilities were the same. . He fulfilled
them much more responsibly.

Q. Meaning that he communicated to you what was
happening at the plant?

A. He was just a better manager. He didn’t hide
things. He was great with the job. His technical expertise .
was much more realistic than Terry Brown’s. And I believe
he did an excellent job with day- -to- -day operatlons. He had

great concern to take care of the regulatory aspects of the

'company. And I thought was strong in every area. HlS one

area, I think, where he grew more slowly, would have been
sales and marketing.

MR. CHARNOFF: We have gone about two hours. 1Is
this an appropriate time to take a break or do you want to
go a little bit more?

MR. WEISMAN: Let’s go off the record and take a
little break.

[Brief recess].

BY MR. WEISMAN:

Q. I think we had been talking about the hiring of
Mr. Miller, and how he was hired and promoted.

You said a couple of things about Mr. Miller'’s
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skill. You said that his technical expertise was more
realistic than Mr. Brown’s. If you could explain to me what
you liked about Mr. Miller’s expertise as opposed to Mr.
Brown, just give me a little bit more detail on him.

A. Well, Mr. Brown’s concept for reducing the tritium

emissions, as well as reasonably achievable, was to pipe

them all through a big water container, building up more and

more emissions. This might have been a novel development,
but to my non-technical mind, it didn’t seem to be that
practical. |
Also Mr. Brown did not seem to really know how to
build gas-fill machinery in a way that would be efficient,
ahd.which would allow traéihg and control 6vér the tritiuﬁ.
Mr. Miller, on the other hand, had skilled
mechanical abilities, very down to earth and practical. And
I think that the best measure of Mr. Jack Miller’s ability
was that he was able to get the plant up and running. That
is the measure of the man. | |
Q. Another statement that you had made about him was
that he had a great concern with the regulatory aspects of
the company. Could you explain.to me what you meant by
that?
A. We take, I think, regulatory responsibilities very
seriously, and Mr. Miller, I think, was serious about

regulatory responsibilities in the first place, but was even
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more sensitized after the American Atomics experience, which

. he went through, because he saw firsthand what can happen if

you are not very careful with tritium emissions.

Q. So hg was, I . guess, if I could paraphrase, he was
sensitive to the concerns surrounding the use of tritium?

A. I would say regulatory concerns generally. I
think his record bears that out.

Q. That’s not just limited to tritium, but all of the

regulatory concerns that might be at the site?

A. Of course.
Q. How long have you known Charles R. White?
A. I have known him since I was about ten years old.

So dpprokimafely forty years; off and on.
Q. You were childhood friends?
“A. 'We were not close friends in our early childhood,

but Mr. White’s father was a friend of mine when I was

young. He was a famous salesman.

Q. Really? |

A. In the Detroit area. Famous rep. for Ford Motor
Company.

Q. Did Mr. White become a good salesman like his
father?

A. I think the record bears that out.

Q. You have confidence in Mr. White’s business

judgment?



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

49

A. Could you be a little more specific.

Q. I better go back. Mr. White’s expertisg is in
sales?

A. Yes, I think his greatest expertise is sales and
marketing. -

Q. Does he have any other business expertise?

A. It is hard for me to evéluate that, but I would
say yes.

Q. Like finances, is he knowledgeable about finance?
I am just picking this out.

A. I am sure he is knowledgeabie about financial
operations on a day-to-day basis. I would not say that he
would bélthe one thaf I»might-pick to.hegotiate é |
complicated bank loan.

Q. But he has day-to-day business knowledge,
day-to-day business finance?

A. Day-to-day operations’ knowledge, yes.

Q. 'Do fou'know_him.to be a conservative businessman?
What is his general --

MR. CHARNOFF: Would he vote for Pat Buchanan, is
that what that gquestion means? |

MR. WEISMAN: Does he take risks, is he a risk
taker?

A. I think anyone in business is a risk taker.

Q. I guess what I mean is, is he a less risk taker
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than most, or is he more willing to take a risks.

MR. CHARNOFF: Have you made a study?

THE WITNESS: I haven’t made a study, Mr. Weisman,
that is sﬁch a global statement. I think he is prudent. I
would characterize him as a businessman wh§ takes, is -
willing to take a prudent risk within the context of small
business.

Q. That’s a fair statement. That is kind of what I
was driving at. He will consider the factors and he will
accept risks consistent with prudent business practices; is
that right?

A. Yes, especially within the context of a small
company.- You know small companies-ére more fiéky than large
ones, generally.

Q. My understanding was that Mr. White -- that he is
a member of the board of directors of USR Industries?

A. Yes.

Q. When did Mr. White get elected to the board?

A. I think around 1981.

Q. Dé you recail the reasons why he was asked to join
the board, or how it came that he was elected to the board?

A, He was elected to the board as one who was willing
to serve as a director, and there was a vacancy open, I
believe, at the time. )

Q. Was USR Industries seeking someone? Was he
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selected because of his sales expertise?

A. Combination of sales expertise, ability to deal
with the operating asﬁects_of small business.

Q. 'In the last couple of'questions and answers, we
were referring to the board, and we are talking about the
board of directors of USR Industries?

A. Yes.

Q. Have you been associated with Mr. White in
business ventures other than USR Industries?

A. No.

Q. In some of our discussion earlier‘today, you
mention Aronson Wolcott and Company as owning stock in U.S.
Radiﬁm at éboﬁt-the-time Titan.Wells begah -

A. Excuse me, You are going back four of five years
now to U.S. Radiﬁm; and in the ’70s?

Q. Yes, I just want no shift you back there for a few
questions to follow up. |

‘ When-did.ypu_first_lgarn of Aronson Woicqtt's
ownership of shares in U.S. Radium, if you recall?

A. I really can’t recall.

Q. Can you tell me whether'it was before or after
Titan Weils made its fifst purchases?

A. It was probably after.

Q. You had mentioned a gentleman by the name of Brian

Burns. I am not exactly sure what his role was. If you can
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explain that to me.

MR. CHARNOFF: What his role was, where and whén?

BY MR. WEISMAN: What was his relationship to U.S.
Radium around the time, ’77 ’78?

MR. CHARNOFF: The testimony was, and you asked him
that, he had become a stockholder somewhat, more than 5 or
10 perceﬁt.

A. He also is a lawyer, a corporate lawyer. And he
was asked to serve on the board, I believe, before I was

asked to serve on the board by a few months, and did so.

Q. Was he the corporation’s General Counsel?
A. He acted as special counsel for the corporation
after I became the chief executive officer. Mr. Burns is a

very prominent, highly successful corporate lawyer, who has
positions with several major American companies. But he is
entrepreneurial, at that point at least, that many years

ago, he would serve as the director, or as a lawyer for a

...small company. . I don’t think he would do so today.. As a

matter of fact, he doesn’t practice law today.

Q. 'The first time you worked with Mr. Burns?
A. I believe so.
Q. You mentioned he was special counsel for the

company for U.S. Radium when you became chairman and CEO, or
shortly thereafter?

A. Yes.
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Q. What was the project that he was working on for
the ‘company then?

A. He is an entrepreneurial lawyer who at that time,-
to his firm, was asked by clients to review particular
situations with respect to companies. Mr. Burns’ firm did
provide advice concerning the environmental litigation which
ensued years later. And now we are jumping years forward

again, but years with the company. He has extremely fine

‘business judgment.

Q. Can the environmental litigation -- probably.we
can explain this tomorrow a little bit, but was that -- what
environmental litigation are you referring to?

'A. We'ére”juﬁpiﬁg fofwérd severéi.years; _Iflis'a
different set of circumstances. We don’t go in sequence,
you jump back and forth, it is very hard for me to focus of
events so long ago and get.them in a discrete, orderly
presentation.

.Yoq are now asking abquﬁ_what Mr. Burns did with
advice for environmental litigation with USR Industries. To
focus on that, he acted as his firm acted, as co-counsel
with the.law firm of Hannoch, Weisman, in the early 1980s,
when a litigation arose concerning a site in Orange, New
Jersey, which U.S. Radium had apparéntly operated around the
time of Teddy Roosevelt, and the first World War, which had

been sold about fifty years ago to another party, and which
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the then owner of the property, T and E Industries, claimed
had residual contamination problem, radium, which caused
higher background levels of radon to exist within the T and
E Industries’ plant.

Q. Is that what is generally referred to as the
Orange County litigation?

A. Yes. This is, of course, extensively documented
in the SEC files of the USR Industries.

Q. My co-counsel reminds me that I think in some of
those documents it is referred to as the Orange litigation,
and I said Orange County litigation.

A. I heard the Orange.

Q. Buf that;s generaliy wh§£ thoéé documents refer
to?

A. Yes.

Q. You had made a statement -- and I will reset you

and help you get into the right time frame so it will be
easier for you to remember.

Now I am going to ask you a question about your
purchase, or Titan Wells’ purchase of shares of U.S. Radium
in the ’78 to ’79 time ffame. You had made a statement in
regard to that, pertaining to that purchase, that U.S.
Radium corporation was losing money over the previous five
to seven years, did I misunderstand that; is that correct?

A. I think for the previous five years it had loss
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money, yes.

Q. ‘What was it about U.S. Radium, given that it had
been losing money for the previous five years, that made it
Seem an attractive investment to you. |

MR. CHARNOFF: He is not licensed to give
investment advice. Subject to that, I will let him answer
the question.

MR. WEISMAN: Thank you.

A. Well, the investment seemed to have potential to
improve, if operations could be run better. I had a

background as both an analyst of operations, and as an

actual operator of small businesses myself. And I felt that

it had thé poﬁentiai ﬁb do:betfér in fhe'fﬁture.

Q. What were the factors that made you think that it
would be able to be profitable? |

A. I felt that the management seémed quite capable in

many respects, even though the record didn’t look that good.

I had met them, and it seemed to me they were somewhat held

down by the age of the board of directors as formally

constituted.

The situation evolved and was reviewed from time

to time. I began with just a little investment, the way one
makes an investment in a company. You look at the results
from time to time as they go along. I called up and asked

if I could come out and visit the company, and was greeted
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fairly warmly by the management at the time, and they
impressed me. . '

I thought it was likely the‘gentleman who was then
the chairman would hot'be able to serve many more years
because he was already 80. His predecéssor was a famous
patent lawyer in New York, I believe, he served until he was
94. But, I did not think it was likely that Mr. Fisher, who
was then the presideﬁt would serve much longer, and he told
me himself that he planned to retire at some point in the
future.

So as the years went along, I got to know the
people, and it seemed to me that there might be potential.

I didn’t-think the marketing was very good in the company.
I thought there was a better potentiallfor marketing
improvement. Those are the general factors, but that is a
small situation.

Q. The impression I am getting is that you thought
that with perhaps a little more leadership, the company
could become more profitable, is that a fair

characterization?

A. Yes and no.

Q. Tell me about the no part.

A. At the beginning I wasn’t necessarily looking to
be the leader myself. I was just making an investment, and

these things evolve as you go along. A year can make a huge
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difference. A single year. You are jumping back and forth
now regularly between decades. What are the changes in the
last year in thelworld, they are stupendous. I can’t
characterize everything I thpught, or generalize about what
I thought during the period of several yeafs, because I was
thinking different things at different times.

Q. Do I understand you to say that it is hard to
remember, or is it that it is hard to remember at what point
in time something happened?

A. I am telling you, and I just have told you, the

general considerations that I had. As I sit here -- as I

sit here and chat about it with you -- let me also draw

afféﬁtion to the cﬁémical products,subsidiafy during the
late 1980s, that was suffering from the decline of the
television business.

MR. CHARNOFF: You said 1980s, did you mean 1970s.

"THE WITNESS: I meant 1970s. You are jumping. It
is very hard. 1In the 1ate,1970§,,the division was_Suffering
from the decline of the television business in the United
States. But at the same time markets were opening overseas,
as the American companies moved their production facilities
outside of the United States, by and large, there was the
potential that if the company could sell phosphorus to the
Japanese, that would open up a fabulous new market.

As we know today, it is not particularly easy to
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sell to the Japanese, especially in their electronics
markets. But there was a large Sony plant being built or
being constructed in San Diego, in-Southern California. And
it seemed to.me that for political reasons, the Japanese
might buy American, at least for that plant. So that would
be a potential customer to replace Westinghouse, which had
gone out of busingss in North America.

Q. That is a good example. That is the sort of ﬁhing
I was looking for.
Do you know who were the majority owners before
Titan Wells began making its purchases?

A. We were never majority owner. Titan Wells was not

- a majority owner. At most it was 23 or 25 percent of the

company.

Q. Were there any, before Titan Wells made its
purchases, were there any persons or entities that were
substantial owners?

A. I am sure there were. It was a public .
corporation; and a'tiny little one. So if you can buy for
$100,000 more than 5 percent of a cpmpany; then certainly
you.would have over periods of time people that owned over 5
percent, 10 percent of any public company. If would be very
unusual not to have those owners;

Q. Were you familiar with any of those persons or

entities, or did you know them?
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A. No.

MR. CHARNOFF: May I ask Mr. Weisman whether in the
line of questioning here, whether there is anything in the
NRC license files for U.S. Radium corporation that shows who
the stockholders wefe of U.S. Radium Corporation through the
50s, and ’60s, and 70s?

MR. WEISMAN: TI don’t know the answer to that
question.

MR. CHARNOFF: Thank you.

THE WITNESS: Neither do I.

BY MR. WEISMAN:

Q. I just want to clarify. I am not entirely certain
—~ did you personally have an interest iﬂ 1977 and ‘78, did
you begin acquiring a personal interest in U.S. Radium, or
was the only interest that we have been talking about the
interest that was owned by Titan Wells? .

A. It is so long ago; I just don’t want to be held to

a specific answer, but generally Titan Wells would be the

stockholder.
Q. ~ What was your percent ownership of Titan Wells?
A. I think about half. I was a majority owner of

Titan Wells. Just to anticipate what may be confusing you,
all of Titan Wells’ ownership of any public company above 5
percent would be important as beneficially owned by me, so

that as an officer of U.S. Radium, the number of shares
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shown in thé beneficial ownership table by my name, would be
the number of shares owned by me and by Titan. The
beneficial ownership of Titan would be attributed to me for
shareholder reporting purposes.

Q. That does clarify things. Thanks.

Who owned the other 50 percent of Titan Wells?

A. It was a public corporation and had scattered
ownership.
Q. Does Titan Wells still own shares in U.S. Radium?

I am sorry, does Titan?

A, You are coming forward now fifteen years.

Q. Correct. Let me rephrase my question. Does Titan
Wells now today own shares in USR Industries?

A. No.

Q. When did Titan Wells dispose of its ownership
interest in USR Industries?

A. That I would have to look up, but it would be
during the 1980s. .

Q. Sometime —

A. Sometime in the 1980s.

Q. But that is a matter of public record, is that
right?
A. I believe Titan Wells sold or exchanged those

shares of USR Industries that it held with me or other

stockholders in exchange for the repurchase of its own
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So it was an exchange of shares for shares?

I believe so. After that share ownership, which I

had, was reported as direct beneficial ownership by me

personally.

Q.

So the number of shares would drop.

I think that is clear. Now I am going to --

something we did talk about a little bit earlier was when

you began to learn about -- we are moving back in time one

more time, but I think this is going to be a pretty much

chronological discussion.

Bloomsburg site.
going onto the site.
restricted areas posted.

the ’78,

A.

Q.

A.

Q.

Okay.

This involves =-- I know I had asked you before

t77, *'78, ‘79 time frame?

Yes.

" when you first learned of the contamination on the
You told me you had learned about it by
When was it that there were large

My understanding was that was in

What I am going to ask you now is before the 1980

feofganization of U.S. Radium, before that was completed,

what did you know about the contamination on the site? 1Is

it pretty much limited to what you have already told me,

what did you know before the 1980 transaction,

know?

A.

I think I pretty well described it.

what did you
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Q. So whatever you learned you learned by going on

the site, and that you described earlier, and that was the
extent of your knowledge?

A. Well, we talked with employees, because it appears
that a lot of the history of the company is not written
down, and we talked with employees aboﬁt the situation at
the Bloomsburg site.

Frankly, we were concentrating onvthe tritium
matters, as I discussed. Those were uppérmost in every
one’s minds} I believe uppermost in the regulatory’s mind
itself. |

MR. CHARNOFF: The regulatory agency?

THE WIfNESS: lYes. N - .

BY MR. WEISMAN:

Q. Meaning the NRC?

A. Yes, and there is the State of Pennsylvania, which
also has a regulatory interest -in the operations of Safety
Light of U.S. Radium.

Some of the old-timers describe that there had
been -- we were asking what was in those silos, because they
were fenced off, and we w&nted to know what was in them. It
appears that they contained dials, largely which had been
used for airplane operations for airplane pilots to be ablé
to see their altitude and their atlases at night, and that

some of the dials were rejected for'quality'control reasons
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at the plant site.
They weren’t good dials, but they did contain
markings which had radium impregnated paints on then so as

to be visible at nlght.

I understood they were put into boxes and then put
into these silos.

Q. The silos, by that we have heard from other
witnesses. There are structures on the site that are steel,
round steel cylinders essentially set into the ground; is
that what you are referring to as the silos?

A. Yes. There are two such silos on the site. I

understand that they are steel cylinders with thick concrete

bottoms. And I was further told that these 51los were used
ali around the United States, and used all around the world
by the military, the American Government and other private
industry.
Q. Who were the people who told you about the silos?
A. Largely they would be employees there that had
been there for a long time. The average age of the pecople
around the plant there is fairly high, and there are a
nunber of people who haue heen there for 20 or more years,
30 years, and had oral history about these operations.
| ‘Q. Do you remember any particular individual
employees who before 19807

A. I think some of them might still be there, but
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there was a guy who -- I think his name might have been
Burtsavage. I believe he might have been a radium safety
officer at the nuclear division of U.S. Radium. And I
believe he may have supervised the installation of the
silos. He was a well regarded guy who I bélievé went from
there to a very responsible job in the State of
Pennsylvania, Depaftment of Environmental Protection.

Burtsavage.

Q. " That is one word, his last name?
A. Burtsavage.
Q. I have seen documents, and I haven’t got any I can

show you, but T will represent to you that I have seen the

name Edward, first namé, and Burfséﬁdge;

A. I am sorry. I thought it was Burﬁsavage.

MR. TURK: Two separate words. First name Burt.
When I firsﬁ heard it, that’s what I thouéht to.

A. I don’t know if he is still living or.not, or
whether he is still mentally acute or not. But the guy I
believe was the one who supervised the installation of the
silos. I understand there are a dgreat number'of these
around the United States.

Q. He told you about them? Did he give you a tour of

the site, if ybu_recall?

A. Mr. Fisher gave me a tour of the site, who was the

Chairman of the Board.
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Q. And Mr. Burtsavage gave you most of the

information?

A. I think Jack Miller talked to him. I didn’t talk

to him myself. -
Q. I see.
A. I didn’t talk to Mr. Fisher myself.

Q. Just to be clear, Mr. Miller talked to Mr.

- Burtsavage and he related that to you?

A. Right.

MR. CHARNOFF: I want to relate this to time

periods, though. As I understand it, Mr. Miller‘came)after

the reorganization that you referred-to, you are inquiring

about priof.

MR. WEISMAN: My understanding is Mr. Miller was a

consultant. 7
MR. CHARNOFF: i have .got the Years wrong. That
correct. I am in error. Withdraw that useful comment.
THE WITNESS: I think you are in. error, Jerry.
MR. CHARNOFF: I admit it.
BY MR. WEISMAN:

Q. Just so we afe clear, I understand that you
learned abouﬁ the siios -- is that Mr. Miller came as a
consuitant sometime in late 1979 or early 1980. And he
spoke to Mr. Burtsavage and investigatéd the silos?

A. I heard about the silos before Jack Miller came

is

on



10
11
12
13
14
15
le

17

18

19

20

21

22

23

24

25

66
the premises. I learned about them when I saw them. _When I
went with Mr. Fisher to visit the facilities sometime before
Jack Miller was hired. They’re visible to anyone who goes
on the facilities. They are marked, there is a fence around

them about 10 feet high. You can’t miss it.

Q. And that was how you first learned?
A. Yes.
Q. Then you learned more from Mr. Miller, who had

spoken to Mr. Burtsavage?
A. And others. Mr. Miller as the manager of the
nuclear division was charged with the responsibility of

really taking over, and evaluating the company, the

division.

Q. And this was before the August 1980

reorganization?
A. Oh, vyes.
Q. Were you familiar at all, or did Mr. Miller show

you_anyiof the licensing documents before the 1980

reorganization?

A. No.

Q. Did Mr. Brown ever show you any licensing
documents?

A. No. Licensing had not been a problem, as I
~recall. This division had been operating since what, 1960,

1950. It had licenses from the AEC and the NRC for forty
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years, for decades, and I was told that we had, the division
had a very good relationship with the regulatory people,
state and federal; that inspections were taking place on an
annual basis, and the'inspection reports the operations were
good. ‘

There is nothing in any public document, or in
this that I was told, which indicates that there was an
adversarial relationship with regulatory personnel. It was
my understanding we hgd a good relationship.

Q. But Mr. Miller and Mr. Brown didn’t show you the

A. A specific license, no. Highly technical, no,

théy didn't shbﬁ-me.

Q. When was the August 1980 transaction first
proposed?

A. The date on the proxy statement is --
February/March.

Q. - . I do have a proxy‘stapemgpt?

A. If you cén give it to me, you cén éircumvent a lot

of speculation.

Q. -Did YOu say that proxy statement?

A. Proxy and registration statement. That is what
that document is that you have in your hand.

Q. This is something else. But you mean the S-14

registration statement?
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A. S-4, I believe it is --

Q. Let me get a copy of that.

A. Yes.

MR. WEISMAN: I think we will mark this as Exhibit

[Deposition Exhibit No. 1
marked for identification].
BY MR. WEISMAN: |
Q. This is the registration and proxy statement that

you were referring to?

A. Yes.
Q.  For the record, this is a document with a title on
it, "Securities And Exchange Commission Washington, D.C. ,.

20549 form S-14, Reéistration Statement Under The Securities
Act Of 1933, USR Industries, Inc. (Exact name of registrant
as specified in its charter.)" The date on document is May
16th, 1980. So this is the registration statément you were
referring to.

My question is: Did you ask before or in the
preparatipn'of this registration statement, or before it was
filed -- before this registration statement was filed, did
you ask anyone to evaluate the contamination at the
Bloomsburg site?

A. Jack Miller, I believe, did. He was the man in

charge.
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Q. What did you ask Mr. Miller to do, exactly?
A. I think what he did do} and I asked him to do it,
was to come up with an overall Qiew of the operations of the
visit of which he was in charge, and he, I believe,

commissioned an independent expert to evaluate the property.

Q. Do you recall who the expert was?

A. Wasn’t that Radiation Management Company?
Q. Okay. Do you recall what the result was?
A. Yes.

Q. What was the result?

A. The result was a\good result. We are focusing now
on not the issue<of the day, which was the tritium
emissions. That was because things like companies going out
of business and Dan Rather coming to visit, and space-suited
invaders from the Arizona National Guard.

We are talking about the grounds of the nuclear

division. Those that had been there for decades, as far as

I know, with little or know changes, and what the RMC report

said, was that in essence there are some areas which need to

be attended to.

There is no public health and safety issue, or
matter, at this time, which wbuld generate or require like a
brought force reaction to the problem. It did indicate that
the silos may have had some leakage, but that the leakage

was extremely slow to move. I think it was measured in
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something 1like inches pér year.
The surface contamination, that is readings all
over the place on the surface of the ground, generally were

within specified limits, and as I recall, not much higher

e e vy n e

thaplbackground in most cases, and the subsurface situation
seemed to be stabilized. So it was a good report.
Q. And that was the extent of your knowledge before

the 1980 transaction?

MR. CHARNOFF: You shook your head yes.

THE WITNESS: I said basically it was, yes.

MR. CHARNOFF: Okay.

BY MR. WEISMAN:

Q. You made the statement before the 1980

transaction, you said we talked with employees. Who is the
llwell?
A. Members of the committee, basically Jack Miller.
Q. Jack Miller and you?

A. . I talked with Bud Fisher, Chairman of the Board.

Q. You also had made a statement that we concentrated
on tritium issues, again you arerreferring to the "we" as a
corporate --

A. The primary concern, the most immediate concern of
the employees of United States Radium-Corporation at that
time, especially the management of the nuclear division, was

the operation and the level of tritium emissions.
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We did have a concern that the grounds would be in
order, and that is why é recognized independenticonsulting
firm was brought in at considerable expense to advice. And
I think we got the company a good report from the RMC. You
have been provided with the RMC report. |
Q. Yes, we have it.
A. I am characterizing it, but it has been awhile
since I have looked at it. That is my understanding.
Q. I wanted to make sure it was clear onvthe record,

when you were saying "we." You were referring to the

. corporate officers and corporate employees?

A. Yes. I am not positive that there was no concern
for the gfounds. -That is.just”iike i amunét ﬁositive tﬁére
was no concern for the health/physics aspect for the
employees.

In fact, United States Radium Corporation has

spent considerable amounts of money dealing with the,

health/physics aspects of the employees. Just the immediate

few years. These are considerable amounts for a small
coﬁpany., Remember the company was small. It is not
generating a great deal of money on a cash flow‘bééis, and I
think it acted extremely responsible.

Q. I understand from your testimony ﬁhat when you say
we were concerned with_the grounds,'that was why you had the

RMC study done, is that right?
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A. Sure.

Q. You were, of course, also satisfying your license

conditions for health physics for the employees.

Q. I am going to ask you a little bit about -- and I
am going to be referfing to the Moy.1982 transaction, and
that is the sale of Safety Light Corporation to Jack Miller,
and Rick White, and David Watts by USR Industries. So when
I refer to the May 1982 transactioo, that’s what I am
talking about.

When was the May i982 transaction first proposed?

A. I can’t recall exaotly. It would have been some
months before it was consummated.

Q. Do you recall ‘who proposed the sale?

A. Jack Miller called me and indicated to me that he
had heard about it, and read about the restructuring in 1982
form, USR Industries, and its subsidiary oorporations.

He also knew that other operations, including, I
believe, a part of the nuclear division, and I know for
oerfain thelasoets of the medicol.product division of the
0ld U.S. Radium had been sold. The medical products
division being sold in 1976, I believe, and Jack said that
if the company would be interested in divesting the Safety
Light Corporation, that he would like to be considered as a
part of a management and ownership team for it.

Q. You mentioned that part of the nuclear division
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had been sold previously?

A. I believe that --

MR. CHARNOFF: Did you say -- part of which
corporation?

MR. WEISMAN: Part of the nuclear division.

MR. CHARNOFF: Okay.

A. I believe certain operations were sold to,
similarly, to officers, operating officer David McGurbal, I
believe, was the name of the guy. This is before my time.

Anyway, Jack knew about it, because he was
operating the division and operating the subsidiary, and he
found out from people that worked there about the oral

history.

Q. That was my next gquestion was when --
A, That was before my time. So was the sale of the

assets to GAF to the medical products division of U.S.
Radium Corporation. That was before I had any involvement .
in it whatsoever.. Anyway, Jack felt if there was a
possibility that the company might consider selling this
subsidiary he would certainly like to be a part of it.

Q. Did you have, prior to the sale to Mr. Miller and
his partners, did you have any additional knowledge about
the contamination on the site and the soiling at that time.

MR. CHARNOFF: You mean beyond that which he

described?
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MR. WEISMAN: Beyond what you described
previously.

A. I think basically the rather extensive independent
study which was commissioned by the management about RMC, a
copy of which you have, was the basic guide as to the
property.

There was ongoing improvement of the health
physics all the way along during these years with
substantial amounts being spent every year for health
physics. New regulations coming in, especially with Jack
Miller, because I think he was quite conscious of the need

to formalize relationships and testing procedures. Around

‘this time, wells were drilled to establish whethér-any

contamination was moving around under the surface.

A great number of wells were drilled, and
analyzed, and at the same time an extensive program. was
undertaken to analyze plants, living animals, such as
squirrels and the water in the Susquehaﬁna river, and frogs.
Because frogs get down in the pluck and absorb a lot of
whatever contamination there might be into their skin
because they are living in the mud. These programs all went
forward.

Generally the reports to me were that the results
were very good.

Q. Am I understanding you to say this was an
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additional program other than what had been done by RMC?

A. It is in addition to what was suggested by RMC. I
think the taking of life animal specimens was quarterly.
There were regular catches to measure any contaminatién

within frogs and squirrels and other wildlife, as well as

plants to see if there is any contamination. It was done by

-- all tested by independent labs at great expense to the
company.

Q. Who was doing this? Was it the company that was
doing this?

A. 1 think it was in some cases, company employees,
and other cases, employees of independent consulting
compénies; | “ o -

Q. I am familiar with the study done by Oak Ridge
Associated Universities, which they go by the acronym, ORAU.

A. I can’t remember whether that was dqne. Whether I
am.taiking about the RMC study, and the section samples were
addressiné_tritium contamination -predominantly.

Q. Let’s go off the record just a minute.

(Discussion off the record]
BY MR. WEISMAN:

Q.  We Qill mark for identification a document as
Exhibit 2. This is a document entitled, "Liﬁting
Application No. 12145, American Stock Exchange, Inc," and

has the date stamped on it "February 11, 1981." Let me make
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a few connections to refute it.
[Deposition Exhibit No. 2
marked for identification])
A. It has the proxy statement in it. This is the
same prospectus, and this is the same document as is

contained on Page 1 of the S-14.

Q. I will ask, and this is just out of ignorance. I

see that the letter on the proxy statement in the S-14 is

.dated May 28, 1980 and the letter on the proxy statement

attached to the listing application is dated July 11, 1980.
Are they identical, if you know?
A. I be11eve that they are substantlally identical.
Q. Was the proxy statement dated July 117? ‘
A. If you look at United States Radium proxy
statement, and Page 3 of the listing abplication by the same

title, I believe they are the same document there.

Q. That’s fair enough. I am going to use -- when we

. are going through it, we will go through the proxy statement

attached to the llstlng application.
MR. CHARNOFF: That is Exhibit 27?
MR. WEISMAN: That is Exhibit 2.
MR. CHARNOFF: Okay.
I am going to ask you about Exhibit 2.
A. Exhibit 2 is what?

MR. CHARNOFF: The stock exchange listing
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applicafion.

BY MR. WEISMAN: The stock exchange listing
application toéether with the proxy statement.

MR. CHARNOFF: Okay?

THE WITNESS: Yes. |

BY MR. WEISMAN:

Q. I will represent to you that I OBTAINED this from
the American Stock Exchange.’ Is this a true and correct
copy?

MR. CHARNOFF: We are going to take your
representation. We are not going to compare pages of copies
you don’t have. If you represent you took it from them we
will take it.

MR. WEISMAN: You will stipulate £o the
authenticity?

MR. CHARNOFF: If you represent that to be true,
we are not going to quarrel with you.

'MR. WEISMAN: I am going to ask you if you could
look and see if you ﬁroduced this doéument on discovery.

MR. CHARNOFF: If you told me it came from our
files, we will stipulate authenticity. If YOu tell me the
American Stock Exchange, we will agree that it is authentic.

" MR. WEISMAN: Great. I got it from the American
Stock Exchange.

MR. CHARNOFF: But if you are lying, this whole
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thing is a sham.

MR. WEISMAN: You may rely on me that I am not
lying.

MR. CHARNOFF: I will rely on it. _

MR. WEISMAN: I have the envelope from the
American Stock Exchange that it came from.

MR. CHARNOFF: Let’s go.

BY MR. WEISMAN:

Q. We are looking at the proxy statement. 1If you
could briefly describe for me how U.S. Radium was
reorganized in 1980?

A. The formlng of Unlted States Radlum was ba51cally
feorganlzed to establlsh its former d1v151ona1 operatlons as
corporate subsidiaries of a new holding company. The new
holding company was called USR Industries, Inc.

Q. How were those --

A. Specifically because each plant was in a separate
location and had separate internal management, separate
product lines and basically separate businesses, it seemed
appropriate, and it Qas very easy administratively to
incorporate each of the divisions. The assets of each
division were contributed to separate corporations which
were subsidiaries of the new holding company, USR
Industries, Inc.

Q. When were those separate subsidiary corporations
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incorporated?

A. Simultaneously with the approval of the
stockholders at the meeting. The new corporations were set
up pfior to approval and the assets were transferred in to
then.

Q. So the separate corporations were actually
incorporated prior to this transaction?

A. Prior to approval of the transaction. With the
expectation the transaction would be approved, they were set
up, and there was a diagram that shows exactly how that was
done, pages 14 and 15 of the proxy statement.

Page 14 shoﬁs the various divisions. Bear in mind
somerof thpSé were ﬁotally inacﬁivé, éhd §ome.of‘thém were.
active, and page 15 shows how USR Industries andvits
subsidiaries existed immediately after the transaction when
the various divisional assets were contributed into
corporate subsidiaries of USR Industries. Each one went
into its own natural corporate home.

In other words, the chemical products division
became USR Chemical Products, Inc.; the lighting products
division began USR Lighting Products, Inc.:; the metals
division became USR Metals; and the atomic became Safety
Light Corporation.

You have on page 15 two other entities which were

inactive or subsequently became inactive. They are U.S.
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Natural Resources, which was never active and never had any
assets in it; it was just a corpdration established with
what we thought was a.great name, and it was purely inactive
at that time,'and at all times in the future. The Funding
Corporation was used for a while, but no business
transactions were ever undertaken under Funding, so it
became inéctive.

So basically the corporate subsidiaries after the
new holding company was formed that were active are USR
Chemical Products, USR Lighting, and USR Lighting and Safefy
Light.

Q. You used the word "contributed" to explain how the
assets were moved to-eacﬁ sﬁbsiaiary. .ﬁow”exacfiy Qas théf.
done? Did the assets for each plant or each division, did
it move, gb from United States Radium? Did those assets get
transferred from United States Radium to USR Industries and

to the subsidiaries?

A. No, they were transferred into. the subsidiaries.
Q. Directly?

A. VYes.

Q. From U.S. Radium?

A. Yes.

Q. Did U.S. Radium receive any payment for the’

transfer of those assets?

A. This was done as set forth there in an overall
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transaction, whereby the United States Radium Corporation in
effect became Safety‘Light Corporation, because it was
merged through a reverse triangular merger into its
successor, Safety Light Corporatiop, and the divisional
assets were contributed to corporate subsidiaries of USR
Industries. |

The technical way that this worked is set forth
with particularity throughout this document.

Q. There are a few things that I don’t completely
understand, and I just need to explore that with you.

The subsidiary corporations -- USR Chemical
Products, USR Lighting, USR Lighting producfs, USR Metals
and U.S. Nétural Resources -- was USR Industries the
incorporator of those companies, if you know?

A, USR Industries is the parent of them and owned>ioo
percent of their stock. They wers wholly-owned
subsidiaries.

Q. So in 1980 USR Industries incorporated these

companies; is that right?

A. The subsidiary corporations.

Q. All right. And oﬁned 100 percent of the stock?
A. Of each of them. |

Q. Of each of these subsidiaries?

A. Yes.

Q. The ones I named in the question.
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Whén we are referring to the subsidiaries, we are
referring to USR Chemical Products, USR Lighting, and USR
Resources?
A. And Safety Light Corporation.
Q. For the record, I am going to refer to those four
companies and not Safety Light as the subsidiaries.
A. How can you do that? That is incorrect.
Q. All right.
A. Look at that diagram on page 15. Do you see

Safety Light Corporation in the lower left-hand side listed

as a =--

Q. I am sorry; I can’t understand. I understand U.S.
Radium was a corporation; it incorporated a subsidiary. I

understand that from this document called USR Industries.
USR Industries, I understand your testimony to be,

incorporated several other subsidiaries before this

transaction?

A. Simultaneously with the transaction.

Q. Let mé refer you to -- |

A. - If you will look, maybe this will help you on page
15 where it says: "It is contemplated that after the merger

the Corporation will transfer all of its businesses, except
the safety lighting products business to four new subsidiary
corporations." It names them. Those are the subsidiaries

that were named. Safety Light Corporation was United States
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Radium Corporation renamed. It is set forth very
specifically on page 15.

The second sentence on page 15 and the following:
sentence I think set forth clearly and unambiguously how
thisvtransaction was structured.

Q. The second sentence on page 157?
A. Right.

MR. CHARNOFF: Starting with "As explained."

MR. WEISMAN: "As explained below in more detail,
the consummation of the merger will result in a new
corporate entity, USR Industries, Inc. (industries) having
the Corporation" --

MR. CHARNOFF: Thét'is':eferending U.S. Radium
corporation.

MR. WEISMAN:- That is my undérstanding.

MR. CHARNOFF: Right.

BY MR. WEISMAN:

Q.  M"As its wholly-pwned.subsidiary."
| I think you refer -- |
A. When I refer --
Q. You referred to a reverse triangular merger?
A. My understanding is that this, within the USR
Lighting, and Chem, and Unatco, this structure is described
generically as a reverse triangular merger. Regardless, if

you read those two sentences, and look at the diagram on
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.page 15 it sets forth absolutely clearly what happened.

Q. Let me explain to you what is not clear to me, and
maybe you can help me out and make it clear.

A. Okay.

Q. It appears to me -- and I was looking for a
portion in this document -- but I will represent to you that
there is a document that describes that in May of 1980 U.S.
Radium incorporated a subsidiary, and the name of that
subsidiary was USR Industries, Inc. USR Industries, Inc,
incorporated another subsidiary which was called Industries
or Merger Company?

A. Yes.

-Q. . Merger Company would then -- the plah'was Merger
would merge with U.S. Radium. And U.S. Radium would thus
become the subsidiary of USR Industries, Inc.?

| A. That’s correct. That’s correct. Then the assets

of the former U.S. Radium were contributed laterally into

_these four subsidiaries, leaving the business assets --

Q. Slow down.

‘A. -- leaving the safety lighting products where they
have been.

Q. We are missing a step. Where I am confused is I
don’t know where the othgr four subsidiariés -- I see where
U.S. Radium was incorporated. That was, according to this

document, back in 1917, I believe. I see this on page 14.
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I know when USR Industries was incorporated: I do
not know when the other four subsidiaries -- USR Chemical,
USR Lighting, and U.S. Natural Resources -- I do not know
when they were incorporated or who the incorporators were.
What I am aéking you is: Do you'knoﬁ when they
were incorporated?

A. I would say if you look at the proxy statement,
you will find the answer. The answer is really irrelevant
because the new subsidiaries were incorporated as part of
this transactiqn and basically simultaneously with it.

What is the relevance of your inquiry?

Q. I just want to understand how the transaction was
éccbmplished.
A. You have just summarized it absolutely accurately.

MR. CHARNOFF: He just said it all occurred at the
same time?
THE WITNESS: Your summary was accurate.

BY MR. WEISMAN:

Q. I will represent to you I have seen a document
referring to one of the subsidiaries -- I don’t know which
one -- that states that subsidiary was incorporated in the

summer of 1979, a year before this transaction was --
A. You are probably referring to U.S. Natural

Resources.

Q. All right. And there were three. I will
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represent to you there were three incorpofators that owned
the stock. What I want to know is: How was control of U.S.
Natural Resources -- we will assume that is what it is.

A, .They would be contributed. They had no assets;

they would contributed to the new parent, by operation of

law.

Q. That was done simultaneously Qith this
transaction?

A. Yes.

Q. Okay. That makes it clear.

A, I am sorry. U.S. Natural Resources, that was a

shell which may have been incorporated earlier. The rest of
these operating subsidiaries were all created at the same
time as part of this transaction. There was a shell which

existed earlier, U.S. Natural Resources.

MR. WEISMAN: I want to go off the record for a
minute.
-[Discussion off the record]
BY MR. WEISMAN:
Q. Just to be clear, I will make sure, and describe

it one moré time to make sure that I understand how it was
done.

That was U.S. Radium incorporated a subsidiary,
USR Industries. USR Industries incorporated its subsidiary

a Merger Company. This was in May of 1980. Upon approval
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of the plan given in the proxy statement, the Merger Company
merged with U.S. Radium, thereby making U.S. Radium the
subsidiary of USR Industries?

A. Correct.

Q. Simultaneously the stock of any shell corporation
would have been contributed to USR Industries, and also
simultaneously the assets of each operating division was
contributed to each shell corporation?

A. Which represented the épprépriate relationship to
each division’s operations. So the chemical division became
the Chemical Corporation; the lighting division became
Safety Light Corporation; the lighting division became

Lighting Products, et cetera.

Q. So that description is correct?

A. - It is absolutely correct.

Q. Great. I guess the bottom line is, there is a
sentence on page 16 that says: "Following this

rearrangement, shares of Common Stock of Industries will

represent the same interest and the same assets as shares of

Common Stock of the Corporation" -- meaning U.S. Radium --
"now represent.".

A. Correct. There is a one-for-one ratio of the
newly created shares of fhe new holding corporation, USR
Industries, for the shares of the former United'stateﬁ

Radium Corporation.
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Q. I will refer you to page 18, and there is a
heading: "Directors, Officers and Employees." Immediately
above that there is a paragraph which I am going to read.
It says: “No-determination has yet been made
regarding the method of transferring the common étock of

Chemicals, Lighting, Metals and Resources and Unatco to

'industries, but the transfer could be made as a dividend on

the Corporation’s common stock. Stockholders will now be
afforded an opportunity to approve the transfer the
corpofation’s businesses to subsidiary corporations or the
transfer of the common stock of Chemicals, Metals, Resources
and Unatco to Industries."

| ) Is that cbﬁsistent with what we haQé just
describéd, how it in fact worked?

A. Totally.

Q. I am also interested in that iast statement there
and the statement on page 19 at the bottom of the page; the
iast sentence“on the page. "In the event the Agreement is
terminated, thé Corporation may still transfer its
businesses to subsidiary corporations as described above."

Let me tell you what I unaerstand, and you tell me
if that’s right or not. The idea there is the agreement is
for the Corporation, that is U.S. Radium, to merge into the
Merger Company and become the subsidiary of USR Industries.

But if that agreement is terminated without being executed,
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U.S.'Radium is still going to form subsidiaries and
transfer?

A. I think it had the right to do so. I am not
saying it had the intention to do so.

Q. All right.

A. However, any time you have a public company -- and
after all, remember I was a stockholder in a very smail
company, but I certainly didn’t control it. I couldn’t
guarantee that even if I voted for this transaction.that it
would in fact be approved by stockholders. Maybe some
stockholder doesn’t like it. Maybe the majority doesn’t
like it. Who knows.

But after having done the work and the analysis,
and seeing the logic and the need for having the former
divisions be operated as separate subsidiary corporations, I
think it was prudent to include the sentence at the bottom
of page 19 which spoke to the possibility that stockholders
d1d not approve the transactlon as it was presented

Q. As I understand 1t then, the 1dea is U. S.-Redium'
would have the right to set up subsidiaries and transfer»the
assets of each division into a separete subsidiary?

| A. I believe the stockholders were put on notice that
U.S. Radium had that right as a matter of corperate law. I
don’t believe you need stockholders} approval.

Q. That would be the case whether the stockholders
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just didn’t approve the agreement, or if the corporation --

A, You never know what is going to happen. Some guy
may come in, a striped-suit lawyer comes in, "I own stock of
U.S. Radium, pay me off or pay my lawyer, or whatever."

"'MR. CHARNOFF: I think the paragraph will speak
for itself. The only thing it is speaking to is not where
the stockholders reach aéreement, it is speaking to the
situation where the stockholders confirmed the agreement,
but the board of directors terminates the agreement.

MR. WEISMAN: We are referring to paragraphs on
page 18 and 19. I think if you wili look and see the one on
page 18 covers where the agreement is rejected, and the one
on 19 covers whére the stdckholders'accept the agreément or
approve the agreement but the board of directors decide it
is not in the best interest?

MR. CHARNOFF: I don’t want to quarrel with you.
I don’t think the paragraph on page 18 talks about
stoqkhqldersf_approyal.- It_simply.says that if you do the
appréval that is requested here, theén the method of
transferring the stock will be done without further
stockholder approval. |

THE WITNESS: Absolutely. I want to point out I
wasn’t referring to page 18. I was referring the top of
page 19 only when I answered that question.

MR. CHARNOFF: Yes.
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THE WITNESS: I think that speaks for itself.
MR. CHARNOFF: Your reading of page 18 is wrong;
your prior reading of page 18 is wrong. |
THE WITNESS: I was looking at page 19 only.
MR. WEISMAN: We want to make'thg record clear.
MR. CHARNOFF: That last paragraph only talks
abput the circumstances where the stockholders approve and
the board of directors deems it inadvisable to proceed. It
speaks for itself. |
MR. WEISMAN: All right.
BY MR. WEISMAN:
Q. As I understand -- and correct me if I’m wrong --
'~ MR. CHARNOFF: Off the record.
[Discussion off the record]
THE WITNESS: These are not earthshaking parts of
this document.
‘MR. WEISMANﬁ I just want to understand how the
document works. That’s what we are here for today.
THE WITNESS: Yes, sir. |
MR. CHARNOFF: Okay.
BY MR. WEISMAN:
Q. I.want to understand how the thing was structured.
Can you describe for me what advantage there was
to rgstructuring in the fashion described here and

illustrated on page 15 as opposed to U.S. Radium simply
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forming subsidiaries and contributing the operating

‘divisions to the appropriate subsidiary?

A. I really can’t get into a long theoretical
discussion on what we didn’t do as directors in 1980, except
to say that I believe the board felt it would be a good idea
to start with a new holding company, and a new name, a new
entity. It did follow the fashionable idea at the time,
which was called an alphabet soup name.

Maybe this wasn’t a very good name because it
implies a connection with the United States Radium
phonetically which does not exist legally, and that can be
confusing.

But the desire was to start fresh, a brand-new
holding company.with a different'nhme that indicated, as was
common at the time, that the company’s operations were
diversified or .conducted through subsidiéry corporations and
that the new structure would be an appropriate platform for
p0551b1e further changes and evolutlon of the corporatlon.

Q. I guess I am not entlrely sure why it is
advantageous to start with a fresh holding corporation.

| A. The statement speaks for itself. This structure
was adopted because it seemed appropriate to the -
circumstances.

Q. And that’s the only reason that you know of why it

is advantageous?



\

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

93

A. That’s a pretty good reason.

[Whereupon, at 5:35 p.m., the deposition was recessed

to reconvene at 10:10 a.n.

the next day.]





